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EXECUTIVE SUMMARY

This document constitutes the Final Report for the study of the Technical and Cost Feasibility of

Electronic Benefit Transfer (EBT) Equipage in Farmers' Markets and Mobile Food Retailers.

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (Public Law 104-

193) requires all states to implement FSP EBT systems before October, 2002 unless waivers

are authorized by USDA. Farmers' market and mobile food retailers operate in environments

where electric power and land-line telephone access is not readily available. This presents a

challenge for EBT equipage.

USDA has a fundamental interest in ensuring that program participants have continued access

to farmers' markets. Consequently, a solution - either through technological or non-

technological means -is clearly needed.

The purpose of this report is to explore technolo,qical solutions to the challenge of EBT for

farmers' markets. This report does not address non-technological solutions and is purposely

limited to exploring the feasibility of wireless technologies for use in farmers' markets and

mobile retailers. While this report concentrates on current technical solutions, non-technical

fixes may be more appropriate for individual States and local markets.

It is hoped that the report can provide a useful basis for the continuing dialog with USDA's

partners. The report inventories existinq and anticipated alternative technological approaches

to portable real-time authorization in on-line EBT systems and report on the technical feasibility,

cost feasibility, advantaqes/disadvantaqes of each approach, and the potential impacts of

implementinq these new technoloqies.

Fundamental Questions to be Answered

Can procedures or hardware used or under development outside the food industry serve Food

and Nutrition Service (FNS) retailers in locations without telecommunications or electricity,

including non-stationary retail environments? What other alternatives are feasible? How would

the feasible systems operate in an EBT context? What is required to make software and/or

hardware compatible? What are the relative costs of the various approaches identified?

TechnicalandCostFeasibilityof EBTEquipage Pagev
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Methodology

With no definitive information available on what exists now and what is feasible in the near

future, a comprehensive sampling frame was necessary to identify and select "technology

experts". Technology Experts identified by FNS and literature search efforts were used to

identify and assess potential wireless approaches. Technology Experts were selected to

represent a variety of alternative telecommunications, electronic funds transfer, and transaction

automation technologies. In addition, we employed a strategy of issuing a Commerce Business

Daily (CBD) Potential Sources Sought Request for Information (RFI) solicitation to maximize the

number of information sources.

Findings

The main findings of the study can be summarized quite simply. The "Inventory and Analysis Of

Alternative Technologies, Equipment and Vendors" shows that EBT equipage in farmers'

markets and mobile food retailers is technically feasible. The cost feasibility of EBT equipage in

farmers' markets and mobile food retailers, however, presents a much more significant

challenge since implementation costs must be budgeted and operating costs must be

competitive with paper systems. The cost to outfit a farmer or mobile food retailer with a

wireless EBT suite is 2-3 times more expensive than the nominal cost (e.g. $400) to outfit a

traditional retailer stall for EBT

TechnicalandCostFeasibilityof EBTEquipage Pagevi
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INTRODUCTION

Background

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (Public Law 104-

193) requires all states to implement FSP EBT systems before October, 2002 unless waivers

are authorized by USDA. Farmers' market and mobile food retailers operate in environments

where electric power and land-line telephone access is not readily available. This presents a

challenge for EBT equipage.

USDA has a fundamental interest in ensuring that program participants have continued access

to farmers' markets. Consequently, a solution - either through technological or non-

technological means -is clearly needed.

Purpose

The purpose of this report is to explore technoloRical solutions to the challenge of EBT for

farmers' markets. This report does not address non-technological solutions and is purposely

limited to exploring the feasibility of wireless technologies for use in farmers' markets and

mobile retailers. While this report concentrates on current technical solutions, non-technical

fixes may be more appropriate for individual States and local markets.

It is hoped that the report can provide a useful basis for the continuing dialog with USDA's

partners. This report inventories existing and anticipated alternative technological approaches

to portable real-time authorization in on-line EBT systems and report on the technical feasibility,

cost feasibility, advantages/disadvantages of each approach, and the potential impacts of

implementing these new technologies.

The key audience for the study report is the USDA Food and Nutrition Service (FNS) Food

Stamp Program (FSP) which will provide information and guidance to States. FNS will use the

information to determine how to best advise States regarding the implementation of EBT

TechnicalandCostFeasibilityof EBTEquipage Page1
in Farmers'MarketsandMobileFoodRetailers



TechnicalandCostFeasibilityReport Introduction

technologies in non-wired markets. Recognizing that very few systems have been implemented

using this technology, and little is known about its impact on efficiency and customer service,

this report will describe what technology exists, but will not draw conclusions about what is most

effective.

Study Objectives

There are three primary objectives of the overall study:

1. List and access the factors that need to be considered in reviewing the advantages and

disadvantages of particular technologies for EBT equipage of non-wired retailers in

farmers' markets and other locations.

2. Inventory existing and anticipated alternative technological approaches to portable real-

time authorization in on-line EBT systems and report on the technical feasibility, cost

feasibility and advantages/disadvantages of each approach.

3. Prepare a feasibility report that describes 3-4 hypothetical approaches that could be

deployed to routinely provide EBT equipage for non-wired retailers.

Research Methods

A number of data collection methods were used to address the objectives stated above. They

included:

· Review and Analysis of all Relevant Documentation. - A detailed and comprehensive

review of past studies pertaining to EBT implementations.

· Literature Search. - A comprehensive search of all available databases, web pages,

material and industry specifications on EBT and EFT technologies, to develop a detailed

updated inventory of relevant information.

· EBT Stakeholder Interviews. - Informal interviews to ascertain information and data from

the appropriate Subject Matter Experts (SME) representing the following areas: EBT

operations, State agencies administering EBT systems, representatives of farmers'

markets, food retailers, and current EBT processors. The interviews focused on gaining a

TechnicalandCostFeasibilityof EBTEquipage Page2
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detailed understanding of the EBT environment from different interest groups that have a

stake in the overall concept of EBT systems but may have differing priorities, requirements

or issues.

· CBD Potential Sources Sought RFI. - Commerce Business Daily (CBD) Potential Sources

Sought Request for Information (RFI) notices were published to solicit information on

mobile point of sale (POS), telecommunications, and EBT systems and equipments from

commercial sources.

· Technology Expert Interviews. - Technology experts were selected to represent a variety

of alternative telecommunications, electronic funds transfer, and transaction automation

technologies.

This study is not controlled hypothesis testing research. Rather, mostly qualitative and some

quantitative data on technical alternatives that are likely to be successful implementations of

wireless EBT in the Food Stamp Program (FSP).

Presentation Approach and Report Organization

The need to identify approaches for the performance of wireless EBT transactions can be

defined as a business problem which requires a retail Point of Sale (POS) perspective and a

knowledge of telecommunications technologies. To help the reader assimilate the complexity

of the alternative wireless EBT technology approaches presented herein, a presentation

approach employing the following eight steps is used:

STEP 1: Orient the Reader to Technology Terms and Acronyms

Appendix A provides a glossary of terms and acronyms that are used throughout the report.
The glossary contains retail, telecommunications, and information technology terms and
acronyms that the reader will need to fully comprehend the report's technology sections.

STEP 2: Describe the Farmers' Market and Mobile Food Retailer Environment

This step describes the environment in which common types of farmers' markets and mobile
food retailers operate. An understanding of the most common forms of mobile markets'
provides insight into which wireless POS approaches are best suited to meet the needs of a
particular farmers' market or mobile food retailer.
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STEP 3: Describe the Requirements for Alternative Wireless EBT Approaches

This section describes the requirements that alternative wireless EBT approaches must perform
when conducting EBT food-stamp transactions. The requirements include a combination of
factors including the technology available, geographic coverage of the wireless
telecommunications carriers, and EBT processing standards.

STEP 4: Define a Simplified Wireless EBT Model

In order to simplify the understanding of complex wireless technology concepts a general model
for handling wireless EBT transactions is discussed and represented pictorially.

STEP 5: Inventory and Analyze Alternative Wireless EBT Technologies, Equipment
and Vendors

Once the requirements of the farmers' market merchant environment have been established
and a general model has been defined, alternative vendors' technology and equipment for each
component of the model are identified and evaluated for suitability to operate within the wireless
EBT transaction processing infrastructure.

STEP 6' Survey Hypothetical Approaches to EBT in Farmers' Markets

Three hypothetical EBT approaches are presented and discussed. Technical features and their
associated costs are compared. Each hypothetical approach represents the approach that best
fits the needs of the various types of farmers' markets and mobile food retailers.

STEP 7: Present Findings on Potential Impacts of New Technology

This section presents the study findings on the potential impacts that new technologies will
have on government, EBT operators, and farmers' markets and mobile food retailers. The
section contains anecdotal information from informal interviews with EBT stakeholders.

STEP 8: Discuss Conclusions and Recommendations

This section summarizes the study findings and draws conclusions on the feasibility of EBT
equipage for farmers' markets and mobile food retailers.
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FARMERS' MARKET & MOBILE FOOD RETAILER ENVIRONMENT

The acceptance of EBT transactions for food and agricultural products at farmers' markets and

mobile food retailers presents a challenge and an opportunity. Farmers' market and mobile food

retailers operate in environments where electric power and land-line telephone access is not

readily available. To fully appreciate the challenge, it is critical to understand the various types

of farmers' markets and mobile food retailers that are currently in place as well as the

environment (e.g., location, physical limitations) in which they operate.

Diverse Retailer Operating Models

Food retailers who participate in farmers' markets do business under a variety of different

organizational structures. As a result, any wireless EBT POS approach must be able to

accommodate the greatest number of farmers' market and mobile food retail operating models.

With the assistance of the Maryland Dept. of Agriculture, the following farmers' market

operating models have been identified'.

The Sole Proprietor

The most common farmers' market operation is a group of independent farmers, each of whom

has to be individually authorized to process food stamp transactions. Each merchant sells their

products during regularly scheduled times at a location that may be provided by: a local

government authority or civic group (e.g. church), a major retailer (merchandise or food) with

ample parking lot space, or the farmer's own land at a convenient intersection. The important

aspect is that no collective entity manages or coordinates the farmers' market.

The Sole Proprietor model of mobile food retailer has the following characteristics for how they

conduct business:

r7 Independent operation (unaligned).

:3 Sale of goods at single vendor locations (road side stands, route vendors).

1 Phone conversation between Woody Wright, AMA Systems, Inc. and Pat McMillian, Assistant to the Secretary
Director of Intergovernmental Relations, Maryland Depart_ment of Agriculture, July 24, 1997.
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Sale of goods at group vendor locations (farmers' markets).

o EBT transactions are authorized individually (vendor is FSP authorized).

Payment for EBT transactions are settled and received individually.

Mobile food retailers (door to door food retailers operating from a vehicle and route vendors)

generally fit into the sole proprietor operating model.

The Coop 2

A small percentage of farmers' markets are run by an entity for the benefit of the group (usually

a cooperative). This model would allow for consolidation of certain EBT processing functions if

the group agreed on the scope and allocation of cost to manage EBT processing resources.

Following are the various types of coop structures that are available to process EBT

transactions:

A group of proprietors who have a "formal" (i.e., written) agreement in place for EBT

transaction processing services (authorization, capture and payment) with an EBT

Processor. Allowing authorization of multi-transaction processing and receipt of single point

reimbursements to the group for EBT transactions.

[] A group of proprietors operating under an informal agreement amongst themselves, each

with a separate transaction processing services agreement with an EBT processor.

[] A group of proprietors who have formed a corporation or other legal entity for the purpose of

consolidating market management and EBT processing resources.

State Run

A few states (e.g., California) run and control farmers' markets throughout the state. Under

such circumstances, the state may find it economical to organize the markets in a fashion that

optimizes EBT resources.

Following are several issues that may impact EBT at state run farmers' markets.

2 The use of the term "coop" is for the convemence of the reader. It is not intended to connote the same legal
meaning as a "cooperative real-estate" entity,
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[2 Methods for disbursement funding of recipient accounts.

[] Methods for EBT transaction processing.

[] Methods for payments to merchants.

Q Methods for electronic direct merchant reconciliation/funds settlement.

Physical Operating Conditions

Farmers' markets and mobile food retailers operate under physical conditions thatrequire the

wireless POS EBT terminal equipment to be even more durable than its land-line brethren.

Terminal abuse at farmers' markets will at least be as great as the abuse a stationary land-line

terminal receives in a traditional setting. In many circumstances, the farmers' market terminal

must be even more durable than a traditional land-line terminal, as it may be repeatedly

dropped on the floor, crushed by boxes and otherwise abused. Therefore, the chosen

approach must be engineered to withstand a more abusive market than the typical stationary

POS terminal (Verifone 330 or Hypercom T7P).

In addition, the wireless POS EBT Terminal, should be able to withstand moderate extremes in

temperature. The assumption is that these POS Terminals will be used by mobile food retailers

for EBT in all but the winter season. Some farmers' markets, in moderate climates, operate

year round. Therefore, all electrical and mechanical components of the POS terminal

equipment must be able to continue to operate in moderate to extreme temperature ranges (32

-120 degrees Fahrenheit)

Wireless EBT POS terminals are also subject to more environmental extremes than land-line

POS terminals in the area of exposure to moisture. Because farmers' markets typically operate

out-of doors, the wireless POS EBT terminal equipment needs to be water and moisture

resistant. This implies that the POS terminal needs to continue to operate under the moist

conditions at a standard of performance expected of EBT POS transactions. Therefore POS

terminal equipment should not be more likely to breakdown as a result of moisture accelerating

the on-set of electrical or mechanical failure than its land-line equivalent.
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Geographic Diversity

Farmers' markets are located in a broad range of geographical areas, from densely populated

urban areas to remote rural areas. Because no single wireless carrier provides ubiquitous, Iow

cost coverage of the entire United States, it is anticipated that a variety of RF, Cellular and

Satellite carriers would be necessary to provide a seamless wireless EBT approach to all

authorized farmers' market and mobile retail merchants.

The following diagram provides a high-level construct for understanding the array of wireless

connectivity alternatives that might exist in any geographic location.

Figure 1 Wireless EBT Connectivity Model
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